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SUBJECT: PHOENIX SUIT AGAINST TEXACO-GULF 

1. THE PHOENIX SUIT FOR $1.1 BILLION AGAINST TEXACO-GULF HAS 
RECEIVED EXTENSIVE PRESS COVERAGE. ACCORDING TO LOCAL PRESS 
ACCOUNTS, PHOENIX IS SUING TEXACO-GULF FOR $600 MILLION IN 
DAMAGES AND ANOTHER $500 MILLION IN PUNITIVE DAMAGES. THE SUIT 
ALLEGES THAT ' THERE WAS A CONSPIRACY THAT EFFECTIVELY DESTROYED 
PHOENIX'S PARTICIPATION IN ONE PERCENT OF GROSS ROYALTIES 
PRODUCED FROM 4 BILLION BARRELS OF ECUADOREAN RESERVES THAT 
ARE NOW PRODUCING MORE THAN 200,000 BARRELS PER DAY". AS 
QUOTED IN THE PRESS, THE SUIT CLAIMS THAT TEXACO-GULF OFFERED 

TO PAY THAT 2 PERCENT OF GROSS PRODUCTION AS A DIRECT TAX TO 
THE GOVERNMENT, SINCE THE PAYMENT IS DEDUCTIBLE FROM U.S. 

INCOME TAX. 

2. GULF VICE-PRESIDENT JUAN CHACIN PUBLICLY CALLED THE 
PHOENIX SUIT ABSURD. TEXACO WOULD MAKE NO ANNOUNCEMENT SINCE 
IT HAD NOT BEEN OFFICIALLY NOTIFIED BY ITS HOME OFFICE. 
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PARENT COMPANY, RECEIVED A CONCESSION OF OVER FOUR 

MILLION HECTARES IN 1961. MINAS Y PETROLEOS TRANSFERRED 

650,000 HECTARES OF THIS CONCESSION TO TEXACO-GULF IN 

1965. THE REMAINING MINAS Y PETROLEOS CONCESSION WAS SUBSEQUENTLY 

CANCELLED BY THE GOE. TEXACO-GULF AGREED, TO PAY 2 

PERCENT OF GROSS PRODUCTION TO NORSUL-PHOENIX FOR THIS 

CONCESSION, THE PRESENT SHUSUFINDI FIELD. WHEN THE 

GOVERNMENT DISCOVERED THIS ARRANGEMENT, IT IMPOSED A TAX OF 

86 PERCENT ON THE NORSUL-PHOENIX PAYMENT. THE GOE INSISTED 

THAT 100 PERCENT OF TEXACO-GULF'S PAYMENT TO NORSUL-PHOENIX 

BE DEPOSITED WITH THE GOVERNMENT OF ECUADOR. OF THE 

REMAINING 14 PERCENT, CHACIN SAID, 7 PERCENT SHOULD BE 

"INVESTED IN THE COUNTRY" AND THE OTHER 7 PERCENT REMITTED TO 

NORSUL-PHOENIX. CHACIN ASSURED THE PRESS THAT TEXACO-GULF 

IS TURING OVER THE ENTIRE AMOUNT TO THE GOVERNMENT, BUT 

THAT HE DID NOT KNOW IF THE GOVERNMENT WAS REMITTING THE PAYMENT 

TO NORSUL-PHOENIX. 

3. COMMENT: HIGHLY INFLATED RESERVE FIGURES AND PHOENIX'S 
CLAIM THAT TEXACO-GULF OWES $1.1 BILLION (DOUBLE ECUADOR'S 
1974 PETROLEUM REVENUES) CANNOT IMPROVE THE CONSORTIUM’S 
IMAGE IN ECUADOR. EMBASSY WOULD APPRECIATE FURTHER INFORMATION 
ON PENDING SUIT WHEN AVAILABLE. 

BREWSTER 
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